COUNCIL AGENDA: 04/24/12
ITEM: 2 7,

rvee B |
SAN JOSE Memorandum

CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR FROM: Debra Figone
AND CITY COUNCIL
SUBJECT: Suspension of SRBR Payments DATE: April 9,2012

COUNCIL DISTRICT: City-Wide
SNI AREA: N/A

RECOMMENDATION \

It is recommended that the City Council:

(a)

(b)

Approve an ordinance amending Section 3.36.580 of Part 4 of Chapter 3.36 of Title 3
of the San Jose Municipal Code to continue to suspend the supplemental retiree benefit
reserve distribution from the Police and Fire Retirement Plan for Fiscal Year 2011-
2012 and provide that there shall be no supplemental retiree benefit reserve distribution
from the Police and Fire Department Retirement Plan during Fiscal Year 2012-2013,
upon a finding that is needed to adopt the ordinance within a time period which does
not allow for a sixty day review period by the Board of Administration of the Police
and Fire Department Retirement Plan under San Jose Municipal Code Section
3.36.485.A.; and refer the ordinance to the Board for study and consideration pursuant
to San Jose Municipal Code Section 3.36.485.B; and

Direct staff to forward for review by the Board of Administration of the Federated City
Employees’ Retirement Plan a draft resolution amending and restating Resolution No.
75635 to continue to suspend the supplemental retiree benefit reserve distribution from
the Federated City Employees’ Retirement Plan for Fiscal Year 2011-2012 and provide
that there shall be no supplemental retiree benefit reserve distribution from the
Federated City Employees’ Retirement Plan during Fiscal Year 2012-2013.

OUTCOME

Approval of the recommendation will continue to suspend the supplemental retiree benefit
reserve distribution from the Police and Fire Retirement Plan and the Federated City Employees’
Retirement Plan for Fiscal Year 2011-2012 and the suspension of the Supplemental Retiree
Benefit Reserve payments from the City’s Police and Fire Department Retirement Plan and the
Federated City Employees’ Retirement System during Fiscal Year 2012-2013.
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EXECUTIVE SUMMARY

The Supplemental Retiree Benefit Reserve (SRBR) in each Plan provides a supplemental «“p3t
check” benefit under certain conditions as specified in the Municipal Code. The 13™ check is in
addition to the monthly pension payments, disability and survivor benefits, annual 3% fixed cost
of living adjustment (COLA) and retiree healthcare benefits eligible retirees receive.

Based on the SRBR distribution provisions currently specified in the Code, it is anticipated that
there will be a distribution of payments to retirees from both the Federated City Employees’
Retirement System and Police and Fire Department Retirement Plan in Fiscal Year 2012-2013
once the suspension ends for Fiscal Year 2011-2012, pending the outcome of the June 2012
election. The amount of distribution from both plans is estimated to be approximately $7.86
million.

As of June 30, 2011, the plans’ unfunded liabilities for pension benefits totaled $1.492 billion.
In addition, the Federated plan has an $800.5 million unfunded liability for Other Post
Employment Benefits (OPEB) and the Police and Fire plan has a $596.7 million unfunded
liability. OPEB benefits include retiree healthcare benefits. Regardless of the unfunded liability
in each plan, the SRBR can still result in the distribution of SRBR payments (1 3™ check) to
retirees.

On October 26, 2010, the City Council approved to temporarily suspend the Supplemental
Retiree Benefit Reserves (SRBR) payments during Fiscal Year 2010-2011. On May 17, 2011,
the City Council approved actions to continue this suspension for Fiscal Year 2011-2012.

On March 6, 2012, the City Council approved a ballot measure for the June 2012, election that
would include various proposed changes to the Charter regarding retirement benefits. The ballot
measure, if passed by the voters, would eliminate the SRBR for both the Police and Fire
Department Retirement Plan and the Federated City Employees’ Retirement System.

Due to the plans’ significant unfunded liabilities and the pending outcome of the June 2012,

election, it is recommended that the SRBR distributions continue to be suspended for Fiscal Year
2012-2013.

BACKGROUND

+ On October 26, 2010, the City Council épproved to temporarily suspend the Supplemental

Retiree Benefit Reserves (SRBR) payments during Fiscal Year 2010-2011. On May 17, 2011,
the City Council approved actions to continue this suspension for Fiscal Year 2011-2012.

On March 6, 2012, the City Council approved a ballot measure for the June 2012, election that
would include various proposed changes to the Charter regarding retirement benefits. As part of
the direction, the City Council requested that the City’s negotiation team invite all bargaining
groups to re-engage in mediation regarding all retirement issues, including the related ballot
measure. The ballot measure, if passed by the voters, includes a provision that would eliminate
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the SRBR for both the Police and Fire Department Retirement Plan and the Federated City
Employees’ Retirement System.

ANALYSIS
Federated City Employees’ Retirement System

In 1986, the City Council established the Supplemental Retiree Benefit Reserve (SRBR) in the
Federated City Employees’ Retirement System to allocate investment income earned by
retirement fund assets that exceeds expected returns to an account that would fund new, or
supplemental, benefits for retirees. The SRBR was patterned on State legislation that had been
adopted in 1983 to permit certain counties to do the same.

The Municipal Code sets forth a methodology for allocatlng funding to the SRBR but does not
set forth a methodology for distributing the money in the SRBR to the Federated retirees’.
(Attachment A) In 2003, the City Council adopted a Resolution establishing the current
distribution methodology (Attachment B)

Under the section of the San Jose Municipal Code governing the Federated City Employees’
Retirement System (SJTMC§3.8.340), the City Council can make recommendations to the Board
of Administration of the Federated City Employees’ Retirement System regarding the
distribution, if any from the Federated SRBR, and upon consideration of the recommendation of
the Board, the City Council can determine the amount, if any, of the distribution to be made from
the Federated SRBR.

The San Jose Municipal Code does not need to be amended to permit the City Council to
implement a suspension of Federated SRBR payments. However, the Municipal Code does
require the City Council to refer the recommendation for such suspension to the Board of
Administration of the Federated City Employees’ Retirement System, and to act after receipt of
the Federated Board recommendation of such change in the distribution, It is recommended that
the draft resolution be referred to the Board for its consideration at the April 19, 2012, board
meeting and that the City Council consider the comments, if any, from the Board on April 24,
2012, and decide whether or not to suspend the distribution. The Resolution would return to the
City Council for final approval on May 22, 2012.

Police and Fire Department Retirement Plan

In 2001, the City Council adopted an ordlnance establishing an SRBR program within the Police
and Fire Department Retirement Plan.® (Attachment C)

In 2002, the Council adopted a Resolution approving the methodolog 2/ for distribution of moneys
from the Police and Fire SRBR to all retired members and survivors.” (Attachment D)

! San Jose Municipal Code Section 3.28.340B
? Resolution No, 71870

* San Jose Municipal Code Section 3.36.580

4 Resolution No. 70822
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In order to implement that there be no distribution from the Police and Fire SRBR during Fiscal
Year 2012-2013, it is recommended that the San Jose Municipal Code be amended to suspend
distribution until after June 30, 2012. Under San Jose Municipal Code Section 3.36.485, prior to
the City Council adoption of any ordinance amending the Police and Fire Department Retirement
Plan, the Board of Administration for the Police and Fire Department Retirement Plan is to be
provided within sixty (60) days for review and comment on the proposed ordinance, unless the
City Council finds that there is a need to adopt the ordinance within a time period which does not
allow for a sixty day review period, in which case the City Council can adopt an urgency
ordinance or when the ordinance is passed for publication of title, the City Council refers the
ordinance to the Board for study and consideration and upon the recommendation, if any, from
the Board, the City Council implements or disapproves the Board’s recommendation. Because
the distribution of the SRBR could occur before the sixty day review period, if the City Council
wishes to ensure that no distribution occur during Fiscal Year 2012-2013, a finding that there is
need to adopt the ordinance within a time period which does not allow for a sixty day review
period should be made and the ordinance referred to the Board of Administration for the Police
and Fire Department Retirement Plan for study and recommendation. If the Council receives a
recommendation if any, from the Board, it could decide to reconsider the matter taking the
Boards comments at such time. The second reading of the ordinance will be considered by the
City Council on May 22, 2012.

Distribution Methodology

The distribution methodology for each plan is memorialized in Resolutions 71870 and 70822.
Under the Federated distribution methodology, all retired members and survivors receive a
disbursement when the plans’ investment returns exceed expected returns. Under the Police and
Fire distribution methodology, all retired members and survivors receive a disbursement, so long
as the SRBR principal balance would not be reduced by the distribution. For both plans, the
criteria for determining the payment amount is based on a “point” system. Retirees receive
points based on years of service, number of years retired and final average salary. Under this
methodology, the largest payments are made to retirees that have been retired the longest and
have rendered the longest service to the City.

The SRBR in each retirement plan was established based on the concept that when the two
retirement plans have “excess” earnings a portion of these “excess” earnings are used to provide
a fund for additional benefits to retirees. The Federated City Employees’ Retirement System
assumes a 7.50% return. The Police and Fire Department Retirement Plan recently approved
lowering the assumed rate of return to 7.50%. When the plans actual investment returns exceed
the expected returns, a portion of these “excess earnings” is transferred into the SRBR.

However, the Board’s actuaries have numerous assumptions including economic and non-
economic factors such as salary growth, expected retirements, and mortality rates. When the
Plans do not meet these assumptions, it results in an unfunded liability. As previously indicated,
the City, and ultimately taxpayers are responsible for 100% of any unfunded pension liability.
This is also the case when the investment returns do not meet the assumed rate of return adopted
by the boards. The City has been experiencing significant increases in retirement contributions.
This is due to investment losses in prior years, granting of retroactive benefit enhancements and
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the assumptions used by the plans’ actuaries to calculate liabilities and contribution rates not
holding true.

Both the Federated City Employees’ Retirement System and Police and Fire Department
Retirement Plan had investment returns as of June 30, 2011, that exceeded the assumed rate of
return for each plan. As a result, it is anticipated that the SRBR distributions will be made to
retirees even though the Plans have a significant unfunded liability. The following chart
provides the balance in the SRBR as of June 30, 2011,

Retirement Plan SRBR Balance
Federated $30,583,315
Police & Fire $33,416,870

The retirement boards’ actuary has calculated that the following amounts would be available for
distribution to retirees.

Retirement Plan

Amount of DiStribution

Federated

$6.587 million

Police and Fire

$1.281 million

Under the Municipal Code and the SRBR distribution resolutions, distributions could occur as
early as July 1, 2012, after the Boards’ declaration of “excess” earnings.

Due to the rising increases in retirement costs, the City Council approved a ballot measure on
March 6, 2012, that would include various proposed changes to the Charter regarding retirement
benefits. The ballot measure includes a provision that would eliminate the SRBR if passed by
the voters.

The SRBR payments are only temporarily suspended through June 30, 2012, Therefore, it is
possible that distribution of SRBR payments could be made as early as July 1, 2012, If the ballot
measure, as approved by the City Council, is placed on the June 2012, election, it is expected
that the certified results would not be available until after July 1, 2012.

It is recommended that the City Council continue to suspend the supplemental retiree benefit
reserve distribution during Fiscal Year 2012-2013, pending the results of the June 2012 election.

PUBLIC OUTREACH/INTEREST

d Criterion 1: Requires Council action on the use of public funds equal to $1 million or
greater.
(Required: Website Posting)
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D Criterion 2: Adoption of a new or revised policy that may have implications for public
health, safety, quality of life, or financial/economic vitality of the City. (Required: E-
mail and Website Posting)

D Criterion 3: Consideration of proposed changes to service delivery, programs, staffing that may have
impacts to community services and have been identified by staff, Council or a Community group that

requires special outreach, (Required: E-mail, Website Posting, Community Meetings,
Notice in appropriate newspapers)

This report will be posted on the internet and a copy will be sent to the bargaining unit
representatives and the retiree associations as soon as the memo has been distributed.

COORDINATION

This memo has been coordinated with the City Attorney’s Office.

CEQA
CEQA: Not a Project, File No. PP10-068(b), (Municipal Code or Policy, new or revised)

City Manager

For questions please contact Alex Gurza, Deputy City Manager, at 535-8155.

Attachment A: San Jose Municipal Code Section 3.28.340B
~ Attachment B: Resolution No, 71870

Attachment C: San Jose Municipal Code Section 3.36.580
Attachment D: Resolution No. 70822




" A Allachient A
Fedevnted Cily Employees” Retirement System '

328340  Disposition of carnings.

A, Definitions. For the purpose of thig Section 3.28.340, the tcrms listed herein shall have
the Following meanings:

. "Income account" means the account established in the general roserve pursuani o
subzection 13, helow, '

2. “Interest crediting vale” means the inferest rale determined by the Board tor crediting
the einployes conttibution rescrve.

B. Refirement fund reserves, There shall be esinblished i ihe retirement Tund the following
TOSCIVES:

[, The emiployes contriboiion rezerve,
. The bomd shall credil o the eniployee contribuiion reserve all contributions mide

by micrnbers of the retirement system aid all infevest payable misuaint o
b f
gubseciion C. below,

P

b Moneys in the omiployee contribulion reserve shall b available for the payment of
benefits and for the veturn of contributions pursuanit (6 Section 3,28, 781,

b

. The supplenienial relitee benefit reserve.

a.  The board shall credit to the supplemental vetire benelit reserve oll inferest pavable
pursuant (o subsection C, below and thal portion of the excess earnings
determined puesuant to subsection D. below.

b, Disteibutions Gom the supplemental retiree benelit reserve shull be made in
accordance with subscction E, below.

3. The general reserve.

a.  The hoard shall eatablish an income aceount und shall eredit the income aceount
witl all rents, interest, dividends, realized gains and losses, unrealized gaing and
tosses, wnd all other income other than employer contributions, reeeived during the
Hscal year. The boavd shall pay from the income account all expenses and
administrative costs as they are incurged,

b, The hoard shall eredit to (the general tegerve all contributions made by the city, all
intevest payable pursuant {o subgection C. belov, und that portion of the excess
carnings determined pursuant fo subseotion D, below.

&

Woneys in the peneral reserve shall be available for the payment of benelits and
for the piyinent of the expenses and admipistvative costs of the retireiment systen.

Page tol3



4.

C.

4,

Such other veserves as the board may determine (rom time to time,

Credil Lo conlributions and rescerves. All inlerest eredited pursuant (o 1his subsection C.
shall be dedieted from the income account.

i,

ivterest shaldl be credited (o the employee contribulion reserve on g semi-annual basis,
or more frcquently iFauthevived by the boaid, at the interest crediting rate,

Interest shall be evedited (o the supplemental retiree benefit reserve at (he actuarially
agsumed annual eate of reluin adopted by (he board pursoant o Section 3.28.200 or at
the aclual rate of veturn eamed by ihe retiverent (und durings tlie upplicable figcal
yeat, whichever 18 lower. Interest eredited Lo the supplementul tetires benefit reserve
ghiall be ealeulated as thongh the transter of excess earings vequired by stbseetion 1,
had beet made on Tuly 1 of (ho calendar year, repaidless of the actual dute such
transfer is inade,

Interast shall be credited to the general 1eserva as Tollows:
Inferest at the actuarially assumed snnual rate of returm adopted by the bouxd

funel duving the applicable figeat year, whichever is lower; plus

b. Interest eatculated as the difference between (1) (he interest that would have bieen

credited o the employee sontribulion veseeve had the employes contribution
reserve been eredited ai the neluarially assumed anmial rate of return adopled by
the board pursuant to Seetion 3.28.200 or al the actual rate of return earncd by the
vetirement fund during the applicable fiscal year, whichever i lower, and (iiy the
interest actually credited to the employee contribution veserve pursuant (o
subsection C.1. above; provided, however, that there shall be ne oftset (o the
general reserve in any case where this difference is a negative number,

Tnterest shall be credited (o any olher reserves established by the board in the same
nmanner as interest 19 eredited to the supplemental retivee benclit vegerve.

D, Excess earnings,

Within ninety days fram and alter receipt oF audit reports Tor each lscal year, the
board shall determine the bulance remaining in the income account afler erediting of
inferest as provided in subscetion C. above, and after payment of administrative ¢osls
and cxpenses of the relirement system for the applicable fiscal year.

I the bulance remaining in the income account is greater than zero, the board shalf by
writlen resalution declare that balance te be the excess carnings for the applicable
liscal year, shall transfer ten percent of the excess eamingy to the supplemental
retiree bonalit reserve, and shall ansfer the remuining ninety pereent ol the excess
earnings to the peneral reserve. I he balanee remaining in the income account is less




Federated City Employees’ Retirement System

than or equal to zero, the board by written resolution shall declare that there are no
excess earnings and shall adjust the general reserve to reflect any negative balance in
the income account so that the balance in the income account is zero as of the
beginning of each fiscal year.

E. Distributions from the supplemental retiree benefit reserve.

1. The supplemental retiree benefit reserve shall be used only for the benefit of retired
membets, survivors of members, and survivors of retited membets.

2. Upon the request of the city council or on its own motion, the board may make
recommendations to the city council regarding the distribution, if any, of the
supplemental retiree benefit reserve to retired members, survivors of members, and
survivors of retired members. The city council, after consideration of the
recommendation of the board, shall determine the distribution, if any, of the

‘supplemental retiree benefit reserve to said persons.

(Prior code § 2904.1103; Ords. 20596, 22263, 22486, 23087, 25092, 27436.)

Page 3 of 3




' rw'i REIDRTON

survivors of retirad mermbars of the Fedorated.

L ctlstrbut!an% I accordance with a el
. appraved by the Gity Councll; and’

- methodology;

'" SECTiDN 1. The City Council hereby ap
of moneys from the Supplemental Retlreé Benefits Reserve of the Federated City

: . Resolution.

, tecommends a subsequent methodology and; v

Ras. No, 71870
11118703 Co

A';ﬁ:& munow oF
Jos%

WHLRE‘A.:;, S,\achon 3. 8 340 D 1 piovldes ﬂwatcizstribuﬂ@ns from the SRBR
shall be mada only for tha banefit of xenrad mambeu, survlvors of mamb@ts, and

"Syst{am ); and

‘%f‘JHF‘TRé?ﬁ& , Saction 3.28. Bfm

WHEREAS, the Board nas developed a methodology for calculating the am_dunt
of distributions from the SRBR and has recammended City Council approval of said

R(JV’J Ti’ifﬁﬁfﬂﬁ? EE T RESQLUE BY THE COUNC!L OF THE CJTY GF
SAN JOSE: '

ves the methodolmgy for the dlstribu‘t“ion

Employess Retirement Fund remmmended by the Board and described in thia

SECTION 2,  This approval shall ¢

the subsequent methodolagy.
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2 RUDSD:scv ' ResT NG 71870~ -

N 11/18/03 '

SECTION 3. Total Anoual Distribution.

A, The Total Annual Distribution for cattndar yaar 2003 t‘h‘)il be.Ona \fllllmn Dollass .

g ($1,000,000) S SRS

Ji B, The Total Annual Distiibition for sach oéléhdar yeur hagirmlng calendar yaar

2004 shall ba the sum of (a) the amount, It any, in excess of the Minirmum

Balancg, and (b) Lhe annual interest c»amsld'm tho SRBR a3 of June 30 in the

’7 oar of distrbution.  For any year in whish the actual ba!famea inthe SRBR ag of .

, 'uncz 30 In tha year of distribution i ias»s ihsn or aqual 1o the Minimum BE}!ET'&C@, '

the total distribulion for thiat vear shali ¢ oa Hmltod to the anual interest samed ln g

the SRER, ' ,

SECTION 4., Eligible Diswibution Pyints. )

A Faor the purposod of caleulating the distrmuuon to ba made to each eligible

reciptant, distribution points shall b@ nsslgnmd for Years of Service and for Yu&‘:sl'

h Retlred as follows:

f 1. Years Of Sarvice (YO8) Polnts:

if . a. For aach Retlree, there shall be assignad one (1) point for each

,' ysar of the Retirea's Faderatdd City service. ‘

! b, Foreach Surviving Spouse of a Retires, there shall be assigned

~ one (1) point for each year of the Rehree Federated City servine, '

: ' c. For each Sumwinq Sp@use of an Active Memoer there sha!l be

I asslgned one (1) point for each year of the Active ‘\m,mber

! Federated City service. '

' d. FFor each Surviving Children's Unit, there shall be assigned one (1)

{ point for @ach year of the deceaoed person's Federated City

o service, )

o g, - Foreach Qphc:mai Se:ttiemant Baneficlary, ihera shall be ag mgned

5 - one (1) point for each year of ihP decessed person Faderated f,
City service. | :
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2.

Res, No, 71870

Yeaars Rotired (YR) Points:

a,

d.

For aach Retlres, thers snall be assigned the number of polnts
eguivalent 1o the nurmbes f}f years fram the affective date of the
Ratirea's retirerment to 1% June 30 In the year for which the tota!
Annual Distributlon Is caloudated muttiptled by the percent of Final
Avernge Salary the Retiree tecalves as n retirement benelit under
the Systern's bonaflt fonmula. '

Foereach Surviving Spouse of » Ratiree, thera shall be assigned the
number of points equivalent to the sum of

i, The numbar Of Ve)aro from the effective date of the Retlres's

retirament to the date of the Retirea's death multiplied by the
parcant of Final Aveamqo Salary the Retires received as a
retiramant heneflt under the System'’s henefit formula, and
ii. The number of years from the date of lhe Ratiree’s death 1o
the June 30 in the year for which tha Total Annoal
Distribution is calc;kiated multiplied by the percant of Final
Average Salary thé’"ﬁeﬁree received as a retirement benefit
under the System's benefit formuta.
I ach Surviving Spouse of an Active Member, there shall be
assigned the number of points equivalent to the number of years
from tie date of the Active Member's death to the June 30 in the
year far which the WOtul Armual Distribution is caleulated multiplied
by the percent of Final /\vemg@ Salary earnad by the Active
Member as of the date of death. For the purposas of this
paragraph, the percent of Final Average Salary shall not be less
than forty percent (40%).
For each Surviving Children's Unit;
i, fn the case where i'he deceased parent was a Retires, there

snall be assigned the number of points equivalent to the sum
of: '
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{1y  The nuniber o% years from the effective dala of the
Retirea's ratii‘en\ent to tha dute of the Retlrea's death
muttiplied by the.\ araant of Final Avarage Salary tha
Retirea racelvad as a retiramant benefit under the
Systerd's benefit formula, and

(2)  The rumber of years from the date of the Reliree's
death to the Jute 30 In the year for which the Total
Annual Distribution is calcuiated multiplied by the
parcent of Fh"ml Avarage Salary tha Retiree racelves
as o ret'frem«éjni honefi undar the System’s beneflt

formula,
ii. In the case where the deceasad parent was an Aclive i

Mambar, thore shall ba assigned the number of polnts 3
aquivalent to the number of years from the date of the Active
Membaert's dealh to the June 30 in the year for which the
Tatal Annuatl Distibution is calculated multiplied by the
percent of Final Average Salary eamed by t!.we Active
Member as of the date of death, For the purposes of this
paragraph, the narcent of Final Average Salary shall notbe -
less than foriy‘ percent (40%). ’

e. For each Optional Settlement Beneficiarv, there shall be assigned

tha number of points equivalent to the suni of;

L The number of years from the effective date of the Retiree's

retirement to the date of the Retiree's death multiplied by the

percent of Final Average Salary the Retiree recelved as a L

retirernent benefit under the System’s benefit formula, and
ii. The number of ye'a“ré from the date of the Retiree's death to
the June 30 in the year for which the Total Annual ,'
Distribution is calculated muliiplied by the percent of Final
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Eligible Distribution Points s,mu be calc:ula
Hollows:

1

Res. No, 71870

Avarage oahty ihe Retiree recelved asa reiireman‘t b@naﬂt

undar the Systam's banefit formuia;
gad for aar‘h eliglble recipmm as

For each Ratirea, the EllthlB Dlstribution Points are the sum of the \’Oo
points and the YR points. L

2. For aach qurthng SQQUb@ of a Raﬂreo tha f“hglbi(a Distribution Points e
arg, . ‘ i B
a, The sum of tha YOS polnt‘% and the YR points, mu\tlpiled by
b The parcont of the Ratiraa's jbanoflt that is belr ng mt.ei\.'ad by tha
Surviving Spouse as ét monthly benefit. ‘ 4
3. For each Suiviving Spousae of an Aclive Mamber, the Eligible Dlstribution
Polnts are the sum of the YOS palnts and the Y R pomtb . .
4, For tha Surviving Lhddran s Unlt, thg £ ligcble Distn Jut:on Polnts ary:
a. The sum of the YOS points and the YR polnts, multplied by - i
f3, The percent of tha Relires's or Avtive Membar 5 bonom that wou!d :f; :
be recelved by the '%urvivmg spouse if there ware a suwlvmg
spouse, and fudher multiplied by
C. Twenty-five percent (256%) If there is only one child in the Surviving ‘
Ghildren’s Unit or fifty pement (50%) if there are two children in tne *
Surviving Children's U"nt or seventy-five percent (76%) if there are , | ' ‘
three or more chlldren in the Surviving Ch!!dmn s Unit, e 5
5. For the Optional Selflemant Benaﬁcfary. the [:hglblo Dlstnout{on Pomts e .
are: ’
LA, The sum of the YOS points and the YR points, multiplied by : :'.‘..;
b, The percent of the Rotuees benefit that is being received by the :
- Optional Setllement Beneﬂcrary as monthly henefit. , &
For the purposes of the calculation of Ehglble Distribution Pomts the number of

years in each calculation shalt bs the aciual number of years rounded to the
nearest five decrmal places.
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CUBECTION S, Distnbution Polnt Valug, | .
‘ The Distribition Rolnt Valie chall be datannm d by ch\nding the Total Annuai
. Distribution (as demm ined psquuant to SEleON 3 ahova) by the totat numhw of

T TS TR S T T e D R T

Ellgible Distributlon Polats for all a!igibla reclptenh. o e o
SECTION 5. Allgcation of Total Aniiyel Dqsmbu lon. - - |
DA, The distribullon to ba made to each eiiglblm Ratirae, Surviving Spouse of a 5
Rellraa, Surviving Spotise of an Actwa Matber, and Optional Settlament _ i 3 |
Beneficlary shall be the e)lle)lo mdplum‘a ‘.,hgmloi & txlbuli@n Folnts multxpll@d . o i

by the Distribution Polnt Va!u , . :
Tha distribution to be mads; to aach ellglbta suwiving clmd shall be the bulwv!ng
Chlldran’s Unit's Eligibla Dlalnbu on Polnls musttipt kec! by the Distribution Point

=

Value and dividad by the numberr)f t,hﬂdmn in the Unit,

SECTIOM 7. Forthe purposes of this Rnsrﬂu*lon the followlng definltions shdll

apply. : ~ ‘ G
A, “Ratiree” meaans a person who hﬁs reliré‘d from the { c,derdted City Employoew :'

Retirement System undar the orovl lons of the Sydlem\ “Rotnmo" does not:

o P e T N T P L e S S

] inclide any person who has s epamted from Gity service but Is not recelving a g
benefit from the Plan.

8. “Surviving Spouse of a Retiree” means the person who meets the eligibllity
requirements for a surviving spouse be‘ﬁeﬁt under Part 12 of Chapter 3,28 loo
San José Municipal Code, "Sun’;iving Spous of a Retirep” does not include anyj ‘ 5 ,
: person who is receiving a payment from the Retirement Fund solaly bocauae of a- . “ l
domestic relations order deing the commumty interpst in the retirement ,! |
L benefits, ‘ |

|

i

C. “Surviving Spouse of an Active Member” mieans the persén who meets the
aligibility requirements for a surviving sbou«*e benefit under Part 11 of Chapter :
3.28 of the San José Municipal Code. | “%ulvlvmg Spouse of an Active Member” :
does not include any person who would receive a Dayment from the Retiremant .
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A,

B.

mear so!ely bewwa of a domastle
Inﬁrest In the mthement bﬁneﬂm
“Suiviving (Lh;ldren s Unit” means all allguhle urviving childran whe ara racslving-
surviving (,hfldran g benaf its uuder tha appilcabm pmvlsions of tha I"edem ad City
Employees Retiremant Svatem &

Funed upon the retirement of the Activ
relations arder dividing the commrunj

"Optional Se’ﬂementBenaf’uary maans a parson whao lg’ mmtvlng a monthly ,
payment from the Systam becauae of aﬁ alaction made pumuam to Part i’%of : .

Chaptar 3.28 of the San }%a ’\Aun!cipal Code. ‘ I
‘Mintmum Balance” maans mo dollar amannt dat«amnlnad by multlplying t’:evon
Thousand Dollass (w 00¢ ) sy the tobai munbor of al!gib!e rao slants In exlstunce
on June 39 in the year for whhah tha To al Annuat Dlstnbutlon Is oalculatf*d

SECTION 8 Inthe evant a 'pc;ﬁmn ls a Reilree, a Su‘fvl'ving"*és'po use of a Relites, a_
Surviving Spousa of an Active Mamber, a membaer of a Suwl\;inq Chlldmn 51 nit, o an '
Optional Settternent Baneficiary on sze 30 inthe year for whtch the Total Annual
Distibution Is caloutated, but dies befom the distibution for that yearis made: -

Tho amount that would have beén pald to the Retires shall be pald:
1. To the decaased's pemmmeixgtbio survivor(s), or

2, If thare is no eligible suwwor ‘t.the deuea:ed peneon named

beneficiary, or
3. if there is no sligible survivcn and no hvmg named beneﬂdary, to tne ‘
deceased person's mta‘te , , R
The amount that would have been paid to a Surviving Spouse of & Retnee or 8-
Surviving Spouse of an Active Member shall be paid:
1. To the Surviving Children's Umt or
2. If thare iz no Suwvmg Chnldren S Umi to th& astate of the S uurvwmg
Spouse, ’

The amount that would have besan Daxd toa member of thcz Suwlvmg f‘hlldren 5
Unlt shall be paid to the remaining members of the Survxvmg Children's Unit in
equal shares. If there Is no member of the Survivor Unit surviving, the amount

“Ta
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D . The amount that would have beon paid tm an Qpiional Satllamant Bamﬂdary

SEC TION 9, '_ All salsulations made pursuaﬁt o this Rmoluilon shall be mada as of
";i“,duxwa 301 m the year for Whlch thie era! Aﬂnuai Dis_mbuilon I5 caloulated, in the event

S0 T e

‘Res. No. 71870

 that would have been pald shall i‘e\ggrt‘io‘ihc SRBR balante to be carrled over 1o
the next distribution vear, - ' ' ‘

shall bc: pald to the thionat bamamant Benamary s astate.

=

an adluutmant s made In the Yaars of ¢ Service,! “aarb Retired, or percent of Flnaa ) E‘
-Avemqo Salary for any alighla rucnpmnt and auch aujubtmant l's ‘made after Jurm ‘30 In . %
iha year far which the Total Annusl Dlsiribuﬂmn i~3 caloulat ed there shall be no B
'adjuotment to any calgulation mada pursuant io thla Resolut(on. R

. i

“:5DDPngmm1N%mymummnmm{mm&hy&ehMmmmme b
AYES: CAMPOS, CHAVEYZ, CHIRCO, CORT L, Dl\NDO 7
(;F\FGOF\Y I@ﬁ)TTE fELD, MH{U\M% YE Aul: :
NOES: NONE 4
it
ABSENT: NONE
DISQUALIFIED:  NONE ' A x:;§§% Y i
o L p iﬁ;é?ﬁﬁAéﬁéf“”“ S
A Yoo 7 7 ) g
RON GON/A&Jy/ i
Mayor ,
Aﬂ EST
v it s odae £ /&@ufhﬁ
PATRICI\[ O HEAE\N City Clerk




Police and Fire Depatment Retivement Plan Altachment €

3.36.580 Supplemental retiree benefit reserve.
A, Bstablishnient and Purpose.

I, The board shall establish a reserve in the refirement fund o be knowi as the
stpplemoental veliveo benefit reserve or SRBR.

2. The purpase of the SEBR ghall be to provide a source of fiinding Tor heuelits To
supplement (hoge benelits otherwise provided by this plan o the Chapler 3034 plan to
former members of such plang who are recciving bonelity, survivors of snch former
members, and survivors of membos wh die prior (o receiving henefiis from this
plam.

3, TFunding.

I, The inttial amount alloeated o the SRBR shall be ten percent of the plan's prelunded
getwarial acerved liabilily as of June 30, 1999, as determined by the board's actuary.
The board's actuary shall caleulate the initial funding amount without repavd to any
plary amendinents that became effective alter June 30, 1999,

2. Hach June 30, beginning June 30, 2000, theve shall be alloeated (o the SREBR the
investment cartings atlributable (o the balance in the SRR as ol June 30 of the
calendar year in which the allocalion is made. Investnient eamings credited to lhe
SRBR shall be caleulated as though the transfer required vy paragiaphs 3, and 4. of
this subsection B. had been made on the imimediately Following July 1 (fivst
allocation on July 1, 2000) regardless afthe acluul dale such transler is made. I (lic
evenl the investment earnings for the relivemen! fund are less than zero, o
investiment earnings shall be allocated Lo the SRBR and no reduetion shall be made to
the SRBR halance except ag provided in subsection C, helow,

3. 'The board shall determing the excess camings for the twelve months ending June 30,
2000, and for the twelve months ending June 30, 2001, und shall teansfer lo the
SRBR ten percent of the excess camingg for each sueh Lwelve-month periad,

4. Within nincty dayg from and alter reccipt of audited linancial stalements fur cach
figcal year, commencing with the year 2002, the board shall delermine, and by
written resolution declare, the excess carnings as of June 30 in each such year, and
shall transfer lon percent of such excess carnings to the SRBR. The excess earnings
shall be added to the SRBR principal and shall nel be avaitahle For distribution under
subseetion 1, ’

C.  Reduction of SRBR Balance.
1. If the eity's contribution rale, as determined by the boavd's actuary during wny

actuarial valvation pertormed aller June 30, 1999, will increase as aresull ol pooy
investnient cavaings in the vetirement fund, there shall he transferred Brom the SRBR

Page [of3




I,

1,

0.

i the regular retivemcnt fund and the cost-of-living tund an antount equal to ten
percent of the city's increased contributions for the first twelve months following the
inerease in lhe ¢onlribulion raley, Such transfers shall be limited (o those situations
whets. (he inerease in The ¢liy's contribittion rale is altrihufable to poor investment
eatnings; no such transfor shall be made Tor any increase in the sily's contribution rafe
that is due to any factor other than poor investiment earnings inchuding. but not
limited to, increases in medical or dental premium costs, enhancements (o henefils
pravided under the plan, or changes in Lhe actuarial assuniplions.

Notwithstanding paragraph 1. af this subseetion €., the amount transterred front the
SRBR because af the increase in the city's contributions shall not excoed five percent
of the accrued balanee in he SRBR as of the date of the actuarial valuation,

Distiibuticis.,

The board shall imvake an initial dislvibulion from the SRI3R during calendar year
2002,

Beginning in ealendar year 2003, the board shall make arronnual disivibution from (he
SRBE
31 N

The imital distvibution from the SRBR shiall be made solely to formor imembers of
this plan or the Chapter 3.32 plan who are receiving henefits as af June 30, 2001, and
survivers (o such (ormer membaors or ol members who died prior (o recciving,
benelits from (his plasy who are reeeiving benelits as of June 30, 2001; provided,
however, that if 2 nember or former member dicd aller June 30, 2001, but belore the
initial distribution, the survivoer shall be deemed to have been recciving benefits as of
June 30, 200,

All subsequent annual distributions from the SRBR shall be made solely (o former
members of this plan or the Chapter 3.32 plan who are receiving henefits as ol (he
June 30 inmediately preceding the distvibution date and suevivors (af such foer
members or af members who dicd prior to veceiving benefils [rom this plan) who are
receiving hevefits as of said June 30.

'I'he hoard shall develop o methadology for distributions from the SRBR such that
supplemental benelits provide a greater benefit for those persons who have been in
benefit status lor a longer peviod of time and those persons receiving (he lowest
maonthly benelit payments; Upon the approval of the methodology by the cily couneil,
the board shall make distributions in accordance with such methodology,

Fxwept as required by subsection . or in the case of the termination ol this plan, the
board shall not transler av distribute funds in the SRBR IFsueh ransfer or disteibution
would reduce the SRBR principal.




Patice and Five Departmend Relivement Plan

E.  Delinitions. Ior the purpose of this Scetion 3,360,380, the terims listed herein shall have
the following meaninps:

1, "Excess carnings" means the earnings ol the welivement fund that ramain aller inlerest
has been credited to the SRBR as provided in paragraph B.2, and the actuarial
assumed carnings rate adopled by the bourd (and in effect on June 30 of the year in
which the SRBR caleulation 18 performed) has been credited o other reserves.

2. "larmer member” means a person who has retived under the provisions of this
chapter or Chapter 3.32 or a person who separated from city serviee without roliving
but left his ot her contitbutions on deposit in the retivement fimd.

"yestment carnings” means (he earnings of the retitement find during the twelve
manths ending Tune 34 as determined by the board's acluary using the same
methodology used {o deierming the valuc of assels for the actuarial valualion.  the
gase of investment eamings attributable tw the SRBER, the application of the
methodology shall begin as of Inly 1, 1999,

bS]

(Ordls. 26416, 26536.)
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RESOLUTION NO 70822

A RESOLUTION OF THE cou GIL OF THE cmf OF SAN
JOSE APPROVING THE . THODOLGY FOR THE
DISTRIBUTION OF MONEYS N THE SUPPLEMENTAL
RETIREE BENEFIT RESERVE OF THE POLICE AND F‘IRE

DEPARTMENT RETIREMI:NT FU
WHEREAS, pursuant to Sectlon 3,36
Board of Adminlstration for the Pollce ard Fir‘
‘Board") has established the Supplememai

A of the San José Municlpal Code. the

1eveloped by the Board and approved
by the Clty Council; and

WHEREAS, the Board has developed a’methodolo
of distributions from the SRBR and has reco
methodology:

gy for calculating the amount

snded City Councll approval of sajd

NOW, THEREFORE BE IT RESOLVE BY THE COUNCIL OF THE CITY OF
SAN JOSE: ;

Resolutlon.
SECTION2.  This approval shall rem in .l

the subsequent methodology,
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SECTION 3, Base Distributlon. .

A, Elghty percent (80%) of the annual amount avallable for distribution from the
SRBR shall be distributed as the “Base stributron". The amount of tha Base
Distribution to be pald to each Retlred ! ember or Surviver Unit shall be -

determined by multiplying the total Bas Distnbutlon by the applloable
Distribution Fraction.

B, For the purposed of calculatlng the Distibution Fractlon, polnts shall bg asslgned
for Years of Service and for Years Retlfad as follows:

1, Years Of Service (YOS) Polnts

a. For each Retirad Memberi there shall ba asslgned one (1) polnt for

each year of the Retlred M ber's Police and Fire Plan-servico for

each of the firsl twenty (20)‘years plus two (2) points fer each year

In excess of twenty (20) yea

number of years of the d
service or () thirty years,

each year retired where:
a.  For each Retired Membe
years from the effective date of the Retlred Member's retirement to

the June 30 immediately éeding the date the Base Distribution
Is made.

b For each Survivor Unit, Years Retired means the number of years
from the Survivor Unit's e

five date to'the June 30 Immediately
preceding the date the Base Dlstnbutron [s made where “effective
date” means;

166702
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Res, No. /0822

The date of\the

A e SRR

i

Iy

Survivor Unit. _
C. - Tha Distribution Fraction shall be deter

ined as follows:

Yaurs Of Servicd Polrls + Years Relired Polnls
Tolal Polnts.for Base Distribullon -

0. The amount payabla to each member 6f the Survivor Unlt shall be the total Base
Distribution payable to the Survivor U it divided among the persons In the
Survivor Unit In the same propor{.on survivorshlp benefits are pald.

E. For the purposes of dlstributrons fi’om 8 SRBR, the number of years In each

f.years rounded to the nearest year,

calculation shall be the actual numbe

SECTION 4, Ranus Payment,
A, Twenty percent (20%) of the annual a
SRBR shall be distributed as the “Bon
made only to Retired Members and S;
eligibility reo raments:

1. The Years [Patired is at least ten (10) years and

unt available for distribution from the
Payment", Bonus Payments shall be

vor Units who meet the following

2. The Retired Member or Survnvor Umt is recelving a monthly benefit from
the Plan that is less than two- thl ds of the averagé monthly retirement
benefit pald during the twelve m nths ending on the June 30 Immediately
preceding the date the Base Distribution is made
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B.

SECTION S,  For tha purposas of this'Re

apply:
A,

165702

For the purposes of caleulating the Distribution Fraction, points shall ha assignad
for Years Of Service and for Years Rat d as descrlbed In SECTION 3 of this
Resoiution, o _

The Distributlon Fraction shall b dete ined as follows:

Yeurs Of Servige Palnty + Yoars ixalired Pointy

, Tolat Polnts for Bonus Payment
The amount payable to each member of the Survivor Unit shall ba the total
Bonus Payment payabla to the Surviver:Unit divided among the persons In the
survivor Unlt In the same proportion a :survivorshlp benefits are pald,

illon, the follo'vsg'{ng deflnltions shall

‘Rolired Momber” means a persaon who’\\has retired from the Police and Fire
Department Retirement Plan under the provisions of tha Plan, "Retired
Member" does not include any person Who has separated from Clty service but
Is not receiving a benefit from the Plan
"Survivor Unit" means all eligible survivors

surviving children) who are receiving a sUrvivor's benefit under the provisinns of
the Police and Fire Depantment Retiremg_a.nt Plan. *Eliglble survivor does not
Include any person who Is receiving a péyment from fi
because of a domestic refations order élvu‘ding,the
retirement benefits,

(ellgible surviving spouse and ellgible

m the Retirement Fund solely
communlty interest in the

 the sum of the numerators of a|j

ers and all Survivor Units,

eans the sum of the numerators of al|
bers and Survivor Units who are
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SECT(ON 6.

The amounl that wollld have baen paldt the Rehred Member shall be pald to
the deceased's Survivor Unit or, if tharg {s’no ellgible surviver, to the deceased
person's named beneficiary. If thers ls'ho allglble survivor and no Iving named
beneficiary, the amount that would havébaan pald shall bacome avallable for
distribution to the remalning ellgible Retirsment Members and Survivor Unlts,
The amount that would hava beeq pai va member of iha Suvivor Unit shall be
pald to the romaining mambers of&{hé.‘ Ivor Unit ln the same proportion as the
survivorship benefits are pald, If thérel o member of the Survivor Unit
surviving, the amount that would have b 3N pafd shall bacome avallable for
distribution to the ramaining aligible Re" ment Members and Surviver Unlts,

- ADOPTED fhis 20th_ day of Januacy 5400 by the followlng vote:

AYES: CANIOS, GHAVEZ, CORTESE, DANDO, LeZOTTE, 1
REED, SULRAKAWA, WIEBEAMS, YEAGER; GONZALLS

NOES; NONE

ABSENT: NONE

DISQUALIFIED: prqursm

/C%?& 2

RON GONZALES
Mayor

ATTLS I

_Nﬁe(‘/}( Mt_f}/(},ug,!/z,
PATRICIA L. O' HEARN
Cily Clerk
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